APP:

Dat ed!

A

USAID Proj ect

PRQIECT GRANT AGREEMENT

BETVEEEN

|
THE PRESI DENT OF INDIA

AND

No.

386-0534

THE UNI TED STATES OF AMERI CA

FOR

GREENHOUSE GAS POLLUTION PpPrREVENTION PROJECT

' \

724151021 BPC:  NDV4-95-23386-KG-13

April 10, 1995

RON.  R400063 $9,500,

000.00

AID |

FUNDS AVAILABLE —
s Pl bt

CHECKED BY....ises
AUTHORIZED BY.(A&°

Gl e




USAID Project No. 386-0534

PROJECT GRANT AGREEMENT
For The
GREENHOUSE GAS rporrutioN PREVENTI ON PRQIECT
Bet ween

THE PRES|I DENT OF 1INDIA ("G antee")

And

The United States of America,acting through the
United States Agency for International Devel opnment ("usaib")

bated: April 10, 1995

Article 1+ The Agreement

The purpose of this Agreenent is to set out the
understandings of the parties named above ("parties") with
respect to the undertaking by the Gantee of the Project
described. below; and with respect to the financing of the
Project by theParties.
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Article 2t The Proiject

SECTION 2.1. Definition of the Project. The
Project, Geenhouse Gas Pollution Prevention Project
(GEEP), which is further described in Annex 1, is
intended to assist the Gantee to reduce the volune of
em ssions of greenhouse gases per energy unit generated
whil e increasing energy productivity and encouragi ng
bi omass fuel use in selected utilities and sugar
industries. Such actions nust be socially, econonically'
and technically viable on a sustainable basis. Wthin
the limts of this defihition of the Project, elenents
of the Amplified Project Description, as set forth in
Annex 1, may be changed by witten agreement of the
authorized representatives of the Parties named in

Section 8.2, wthout formal anmendnent of this
Agr eenent .

SECTI ON 2. 2. Increnental Nature of the Project

(a) usaib intends to contribute a total of not
to exceed Nneteen MIlion United States (“"u.s.")
Dol lars ($19,000,000) for this Project as described in
Annex 1. USAID’s contribution to the Project will be,
provided in increments, the initial one being made
available in accordance with Section 3.1 of this
Agreenent.  Subsequent increnents will be subject to
the availability of funds to usaibfor this purpose,
and to the mutual agreement of the Parties, at the tine
of each subsequent increnent, to proceed.

(b) Wthin the overall Project Assistance
Conpl etion Date (PACD) stated in this Agreenent, USAID,
based upon consultation with the Gantee, may specify
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in Project Inplenentation Letters (PiLs) appropriate
tinme periods and mechanisns for the utilization of

funds granted by usaip under an individual increment of
assi st ance.

Article 3: Financing

SECTION 3.1. The crant. To assist the Gantee
inmeetingthe costs of carryingout the Project,
USAID, pursuant to the Foreign Assistance Act of
1961, as anmended, agrees to grant under the terns of

this Agreement Nine MIlion Five Hundred Thousand U.S
Dol | ars ($9,500,000) ("G ant").

The Grant maybe used to finance foreign
exchange costs, as defined insection '6.1,and | ocal
currency costs, as defined inSection 6.2, of goods and
services required for the Project.

SECTION 3.2. Gantee Resources for the Project

(a) The Grantee agrees to provide or cause to
be provided for the Project all funds) in addition to
the Gant, and all other resources required to carry
out the Project effectively and in a timelymanner.

(b) It is the understanding of the Parties that
over the life-of-the-project the Gantee will provide
or causeto be provided fromenterprises receiving
assistancethrough the Project, the equivalent of
Ei ghty-Seven MIlion Five Hundred Thirty Thousand U.S
Dol I ars ($87,530,000) in cash and/or in kind as Host
Country Contribution. Qut of this anount, the National
Thermal Power Corporation Ltd.'s contribution shall be
the local currency equivalent of Nine Million six
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Hundred Seventy-Five Thousand U.s. Dol lars
($9,675,000), as per Attachment B to Annex 1, and the
balance equi val ent of seventy-Seven Million Ei ght
Hundred Fifty-Five Thousand u.s. Dollars ($77,855,000)
will be provided by the sub-project.participants and
the participating devel opment finance institutions
(excluding NTPC)to be identified at a |ater date
between the Parties. The Gantee agrees to provide or
cause to be provided an initial increnent of not |ess
t han the equival ent of Forty-Two Million Seven Bundred
Twenty Thousand U. S. Dollars ($42,720,000) with
reference to total Host Country Contribution of the

equi val ent of Eighty-Seven MIlion Five Hundred Thirty
Thousand U.S. Dol lars ($87,530,000).

SECTION 3.3. proiect Assistance Conpletion Date

(a) The "Project Assistance Conpletion Date"
(PACD), which is March 31, 2002, or such other date as
the Parties may agree to in witing, is the date by
which the Parties estimate that all services financed
under the Grant will have been perforned and all goods
financed under the Gant will have been furnished to
the Project as contenplated in this Agreenent.

(b) Except as USAID nay otherwise agree in
witing, USAID will not issue or approve docunentation
whi ch woul d aut horize disbursenent of the Gant for
services performed subsequent to the PACD or for goods
furnished for the Project, as contenplated in this
Agreenent, subsequent to the pAcD.

(c) Requests for disbursenent, acconpanied by
necessary supporting documentation prescribed in
Project Inplenentation Letters (pPILs), are to be
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recei ved by usaip or any Bank described in Section 7.1
no | ater than Decenber 31, 2002, nine (9) nonths
following the PACD, which is the Term nal D sbursenent
Date (TDD) for the Project, or Such other period as
USAID agrees to in witing. After such period, USA1D,
giving notice in witing to the Gantee, nay at any
tinme or times reduce the amount of the' Gant by all or
any part thereof for which requests for disbursenent,
acconpani ed by necessary supporting docunentation
prescribed in Project Inplementation Letters, were not
received before the expiration of said period.

Article 4: nditions Pr nt to D [ nt

SECTION 4.1. First and Subseduent
Di sbursenments. Prior to the first and all subsequent
di sbursenents under the Gant, or to the issuance by
USAID of docunentation pursuant to which di sbursenent
will be made, the Gantee will, except as the Parties
may ot herwi se agree in writing, furnish to UsSAaiD in
form and substance satisfactory to usaibp a statement of
the name(s) of the person(s) holding or acting in the
office(s) of the Grantee specified in Section 8.2, and
of any additional representatives, together with a

speci nen signature of each person specified in such
st at ement .

SECTI ON 4. 2. Notification, When USAID has

det erm ned that the conditions precedent specified in
Sections 4.1 have been net, it will pronptly notify the
G ant ee.

SECTION 4.3. Ternminal Date for Ssatisfaction of
Condi ti ons Precedent. If the condition specified in
Section 4.1 has not been met within 90 days from the
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date of this Agreenent, or such later date as USAID
my agree to in witing, USAID, at its option, nmay
termnate this Agreenent by witten notice to the

G ant ee.

Article 5: Speci al Covenants

SECTION 5.1. creation of Proiect Advisorvy
Board. The Gantee agrees to create, in consultation
wi th usaip, two Project Advisory Boards, one for each
of the two conponents, to provide policy guidance and
advice to the Project by Septenber 30, 1995 or such
| ater date as uUsaID may agree to in witing.

SECTION 5.2. Reporting of Grantee's Project
Contributi on. The Grantee agrees to furnish to USAID
inwiting, annually during the life of the Project, a
report of the Grantee's contribution (in cash and in
kind) which is provided pursuant to Section 3.2. The
format and content of such report will be provided in a
Project Inplenentation Letter.

SECTION 5.3 Evaluations; Except as the Parties
may otherwi se agree in witing, ah anhual review of the
Project will be conducted during the life of the
Project, including in-depth, md-term and fina
eval uations.

The eval uation program will include!

(a) An evaluation of progress towards

attainnent of the objectives of the
Proj ect;

(b) ldentification and eval uation of problem
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areas or constraints which mayinhibit such
attainment;

(c) Assessmentof how such ihformation maybe
used to help overcone such problens or
constraints; and

(d) Evaluation, to the degree feasible, of the
overal | devel opment inpact of the Project.

SECTION 5.4. Trainins. The Grantee shall make -

all training under the Project available wthout
discrimnation on the basis of gender,

The G antee shall exercise every reasonable effort to
require that personnel trained under the Project shal
work in activities related to the Project or in
activitiesapproved for financing under this Project
G ant Agreenent, in India, for not less than three
timesthe length of his or her training program

SECTION 5.5. Expansion of Project Participants
in Power Sector, The National Thermal Power

Corporation shall provide benefitsto all Indian

electric power utilities, public and private, from the
activities of the Center for power Efficiency and
Envi ronnental Protection, on a cost recovery basis,

SECTION 5.6. Expansion of Project Participants
in Baoasse Cogeneration Sector, The Industrial
Devel opnent Bank of India shall include all developers
who meetproject eligibility requirenents of
alternative bagasse cogeneration in its program of
techni cal assistance, training, and investnent
preparat i on.

Ca
BER ]



Article 6¢ Procur n r

SECTION 6.1. Foreign Exchahge Costs.

D sbursements pursuant to Section 7.1 will be used
exclusively to finance the costs of goods and services
required for the Project having, with respect to goods,
their source and origin, and with respect to services,
their nationality in Code 935 countries of the USAID
Geogr aphi ¢ code Book (Special Free World countries
including India - list attached at Annex 3) as in
effect at the timeorders are placed or contracts are
entered into for such goods and services ("Foreign

Exchange Costs"), except as USAID nay ot herw se agree
in witing.

SECTION 6.2. Local currenhcy Costs.
D sbursements pursuant to Section 7.2 will be used
exclusively to finance the costs of goods and services
required for the Project having their source and,
except as USAID nay otherwi se agree in witing, their
origin in India ("Local Currency costs"). To the
extent provided for under this Agreenent, Local
Currency Costs mayal so include the provision of |ocal
currency resources required for the Project.

Article 7: D sbursenents

SECTION 7.1. D shursenents for Foreign Exchange
costs .

(a) After satisfaction of the conditions
precedeht, the Grantee nay obtain disbursements of
funds as per Attachnent A to Annex | under the G ant
for the Foreign Exchange Costs of goods and services
required for the Project in accordance with the terns
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of this Agreenent, by such of the follow ng nethods as
may be nutual |y agreed upon:

(i) by subnitting to USAID, with necessary
supporting docunentation as prescribed in Project
I npl enentation Letters: (i) requests for reinbursement
for such goods or services; or (ii) requests for USAID

to procure commodities or services on the Gantee's
behal f for the Project; or

(2) by requesting USAID to issue Letters of
commitmentfor specified amounts: (i) to one or nore
U S. banks, satisfactory to usAaID, conmitting USAID to
rei mburse such bank or banks for payments made by them
to contractors or suppliers, under Letters of Credit or
otherwi se, for such goods or services; or (ii) directly
to oneor motrecontractors or suppliers, conmtting
USAID to pay such contractors or suppliers for such
goods or services.

(b) Banking charges incurred by the Gantee in
connection with Letters of Conmitnent and Letters of
Credit will be financed under the Grant unless the
Grantee instructs UsaID to the contrary. Such other

charges as the Parties mayagree to in witing mayalso
be financed under the Gant.

SECTION 7.2. Disbursements for local Currency Costs

(a) After satisfaction of the conditions
precedent, and execution of appropriate case-by-case
wai vers by usaip, the Grantee may obtain disbursements
of funds under the Gant for Local Currency Costs
required for the Project inaccordance with the terns
of this Agreenent and appropriate USAID policy
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gui dance, by submitting to USAID, together with
necessary supporting docunentation as prescribed in

Project Inplementation Letters, requests to finance
such costs.

(b) The local currency needed for such
di sbursements hereunder shall be purchased by uUsAID
with US Dollars fromthe Reserve Bank of India or
from comrercial banks offering the highest rate of
exchange. The u.s. Dollar equivalent of the |oca
currency nmade avail able hereunder will be the amount of

U.S. Dol lars required by usaip to obtain the |ocal
currency.

SECTION 7.3. QOher Forns of Disbursenent.
D sbursenents of the crant funds may also be nade

through such other means as the G antee and USAID may
agree to in witing.

SECTION 7.4. Rate of Exchange. If funds
provi ded under the Gant are introduced ihto India by
USAID or any public or private agency for purposes of
carrying outobligations of USAID hereunder,
the Grantee will nake such arrangenments as may be
necessary so that such funds maybeconverted intothe
currency of Ihdia at the highest rate of exchange

whi ch, at the timetheconversion is nade, is not
unl awful in India.

Article 8: M scel | aneous

SECTION 8.1. Communications. Any notice, reguest,
document or other communication submtted by either
Party to the other under this Agreenent will be in

witing or by telegramor cable, ahd wiil be deened
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duly given or sent when delivered to such Party at the
foll ow ng address:

To the G antee:

Mai | Address: Secretary to the CGovernment of
I ndi a
Departnent of Economc Affairs
Mnistry of Finance

North Bl ock, New Delhi 110001
Al ternative Address

for Tel egrans: ECOFAIRS,; NEW DELHI

To USAID:

Mai | Address: M ssion Director
USAID
Anerican Embassy)
chanakyapuri

New Del hi - 110021
Al ternative Address
for Tel egrans! UusAaID, NEW DELHI

Al'l such communications will bein English,
unl ess the Parties otherwise agree in witing. Other
addresses may be substituted for the above by the
Parties upon giving Witten notice.

SECTION 8.2. Representatives. For all purposes
relevant to this Agreement, the Gantee will be
represented by the individual holding or acting in the
Ofice of the Joint Secretary, Department of Economc
Affairs (DEA), Mnis'try of Finance, and usaibp will| be
represented by the individual holding or acting in the
O fice of the Mssion Director, |n addition for all
purposes relevant to the Alternative Bagasse




12 |

Cogeneration Component of the Project, the Gantee wil
be represehted by the individual holding or acting in
the Ofice of the General Manager, Technol ogy
Departnent of the Industrial Devel opnent Bank of India
(IDBI). Each of these representatives, by witten
notice, may designate Additional Representatives for
al |l purposes other than exercising the power under
Section 2.1 to revise elements of the Amlified Project
Description in Annex 1. Any formal anendment to this

Agreenent will require the signatures of the authorized

representatives of usaip, DEA, and I1DBI; The names of
the representatives of the Grantee,. together wth

speci men signatures, wll be provided by the Gantee to
UsAaIb which may accept as duly authorized any

instrunment signed by such representatives in

impl ementation of this Project Gant Agreement, until

receipt of witten notice of revocation of their
aut hority.

SECTION 8.3. Standard Provisions Annex. A
"Project Grant Standard Provisions Annex" (Annex 2) 1is
attached to and forns part of this Agreenent.
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IN WTNESS WHEREOF, the Grantee and the United
States of Anmerica, each acting through its duly

authorized representative, have caused this Agreement

to be signed in their nanes and delivered as of the day
and year first above witten,

THE PRESI DENT OF | NDI A THE UNITED STATES OF AMERI CA
By _ )il By //(/Q//ZZV? / ; =
Nane: Gajendra Hal dea Nanme : Walter G. Bo¥lipder
Title: Joint Secretary Title:iDirector

Departnment of Econonmic Affairs United states Hgency

M nistry of Finance for International

Government of India Devel opment M ssion to New

Del hi, India

INDUSTRIAL DEVELOPMENI NK_OF- INDIA

By

Name! V.J<B._Andrews

Title: General Manager
Technol ogy Depart nent




Ny s

_ Annex 1
Proj ect No.386-0534

Amplified Project Description_
G eenhouse Gas Pollution Prevention Project

A. Background

The G eenhouse Gas Pollution Prevention (GEEP) Project wll
denonstrate potential meansof minimizinggreenhouse gas
emssions in India. India ranks anong the top five nations in
greenhouse gas em ssions; furthernore, its emissionsare _
increasing at the second fastest rate. However, |Inprovenents In
fuel conversion and conbustion efficiencK and changes in fuel

sel ection can noderate or even reverse this growth. In order to
address such issues, GEEP wil|l have two highly focussed
components designed to conpl enent the projects of other donor'
agenci es, the cor, and the Indian private sector. Each conponent

Wil provide funding for investment and technica
assi stance/ trai ni ng.

B. Project Description
1. Goal

The goal of the GEEP project is to increase environnental
protection in the energy sector.

2. Purpose

The project purpose is to reduce the volunme of enissions of
greenhouse gases per energy unit generated while increasing

energy productivity and encouragi ng biomassfuel use in selected
utilities and sugar industries.

3. outputs
Qutputs fromthe project will include:

a) denonstration and use of advanced efficient generation
techni ques for sugar cogeneration;

b) denonstration of advanced efficient generation
techni ques for coal-fired power plants.

4. Project Conponents

The project's two conponents W ll increase awareness, available
information, and practical exanples of the applicability of
state-of-the-art pollution prevention, efficient fuel conversion
and conbustion, and industrial cogeneration technologies in an

| ndian setting. The conponents and the general areas of
assistance they will cover are:
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a) Al ternative Bagasse Cogeneration (ABC) Conponent - This
component will work closely with and be conplenEntarY
to the GOL bagasse-based cogeneration program and will
provi de technical assistance to catal yze, stinulate,
and sustain private sector investnment in sugar mlls
usi ng alternative bagasse/biomass cogeneration
technologies in India. It also contains an investmnent
subcomponent in which funds will be used to |ower the
cost of capital for pronoters who design their plants
for dedicated usage of alternative biomass fuels;

b) Efficient Coal Conversion (ECC) Conmponent - The focus
of this component will be to support the devel opnent of
an institution pronoting efficient nmanagenent of coal-
fired power plants and facilitating commrercialization
of advanced coal conversion technologies for sharing
the benefits with Indian utilities, NTPC's
responsibilities shall be limted to technica
assistance and training for its own power plant staff
and staff from selected other utilities on
comrercially viable technologies for inprovement of
exi sting coal-fired power plants and of commercially
viabl e new coal conversion technologies. NIPC will  not
be responsible at all for inplenentation of
i mprovenents in power generation efficiency. The
i nvest ment subconponent for this portion of the project
wi Il provide incremental -cost grant funding to |everage

investments in advanced coal conversion denonstration
proj ects.

This is a USAID parallel-financed Eroject asGEart of the Pil ot
Phase of the dobal Environmental Facility (GEF), to be nanaged
directly by usatp. Funding for the project is budgeted at $19
mllion over the seven year life of 'the project, subject to_the
conditions set forth in section 2.2(a) of this Agreenent. These
funds will be provided fromthe United States contribution to the
CEF Pil ot Phase. The project has been designed to neet both
UsaID and GEF project requirenents. O the $19 mllion
aﬁproxinately $12 million will be disbursed as investnent support
Ile the remaining $7 million will beused for technical
assistance, training and other costs as specified in Attachnment

A. This agreement covers the US $19 million in GEF funds
directed by usaip.

5. Roles and Responsibilities

Overal | CGEEP activities will be coordi nated by USAID/India. The

|l ead Indian institution for inplenehting t he Technical Assistance
and Training (TAT) activities of the ABC conponent wll be a
Project Support Unit (PSU) within the Industrial Development Bank

of India (IDBl). For the TAT activities of the Ecc Conponent a
2




Center for Power Efficiency and Environmental Protection
(cenPEEP) W | | be established within the National Thernal Power
Corporation (NTPC). IDBI will be the counterpart inplenentin
agency for ihvestnent (INV) funding under both conponents. PC
w Il not be responsible for the ECC investnment conponent.  For
the ABC Conponent, the Indian Renewable Energy Devel opment Agency
(1 REDAR wi Il also be a Devel opnent Finance Institution (DFl)
eligible to work with investors on ABC-INV subprojects. However,
sub-project participants will be able to choose any institution
to provide financing for their sub-projects, The IDBI Project
Support Unit will work in close association with the two

devel opnent finance institutions, 1bBI and | REDA, to insure that
devel opment of ABC-INV sub-projects neet financial, managenent
and risk mnimzation requirements. USAID/India Will assign ABC-
INV and ECC-INV grant funds to either of the DFis through the
Governnent of India.  The funding nmechanismto IDBI/IREDA for

i npl enentation of the ABC-INV and ECC-INV conponents of the

project will be in accordance with the prescribed procedures of
t he cot.

Each conponent wi |l have an independent management structure,
with an advisory board and an executive conmttee. The advisory
boards will establish policy and hold annual progress reviews.
Executive commttees wll approve work plans, approve investnent
proposal s, and resolve conponent inplenentation problens,

Advi sory boards will be convened on an annual basis, while the
executive commttees will meet quarterly, Additional neetings
may be schedul ed on an as-needed basis.

The nmenbership of the Advisory Board for the ABC Conponent will
consist of the Secretary of the Mnistry of hon-conventional
Energy Sources (MNES), who will serve as chair; the Director of
USAID/India; Director of MNES (Power Goup); the Ceneral Manager
of the technology departnent of IDBl, who will serve as nenber
secretary; the Executive Director of IDBl; and one representative
each fromthe Mnistry of Finance/Department of Economc Affairs,
the Sugar MilisAssociation, and an independent organization
active in energy issues. The nenmbership of the Advisory Board
for the ECC conmponent will consist of the chairman of NIPC, who
W ||l serveas chair; the director of USAID/India; the Joint
Secretary of the Mnistry of Power; the General Mnager of the
Technol ogy Department of 1DBI; and one representative each from
the Mnistry of Finance/Departnent of Economic Affairs, a major
apex industry association related to the power sector, and an

I ndependent organi zation active in energy issues. These |ast two
representatives will be mutually agreed upon by USAID and NTPC.

The Executive Committee menbers for the ABC Conmponent WII be

t he Executive Director in charge of the IDBI Technol ogy
Department, who will serve as chair; the General Manager of the
| DBl Technol ogy Departnent, who will serve as nenber secretary;
the Director of the MNES (Power G oup); Managing Director of

3




TREDA or his senior representative; and a USAID representative,
The Executive committee nenbers for the ECC Conmponent will
consist of the Director of NIPC/ CenPEEP, the Director of the 1DB
Technol ogy bepartnmeht, a USAID/India representative, and one
addi ti onal tepresetitative related to the power sector to be
mutual |y agreed upon by uUsaip and NTPC.

6. Project Inplenentation

The project will be inplenented through four mechanisns: (a) an
initral start-up activities budget, funded directly by uUSAID
under appropriate mechanisns to be sel ected by usaip until the
I npl enentation contracts are in place; (b) two direct
institutional contracts; (c) tw Menoranda of Understanding
(Mous) with the Indian inplenmenting agencies; and (d) one
Participating Agency Service Agreenent with a U S federa
agency.

The details of the inplementation nechanisns are discussed bel ow.
a) Start-Up Activities

An illustrative list of start-up activities is provided
bel ow.

1) Establishment of initial inplementation plans for
project work with counterpart agencies; these plans
wi |l cover objectives and targets for project work,
staffing, evaluation mechanisns, establishment of

| iaison bodies within and between the involved

organi zations, and establishnment of |inkages to other
relevant project activities:

2) Devel opnent of a detailed framework for nonitorin
and eval uation of project progress and achievement o
results; devel opment of terms of reference and
procurenent of services for nonitoring and eval uation
services over the |ife of the project; determ nation of
paranmeters and collection of baseline data needed for
moni toring and eval uati on:

3) Devel opnent of terms of reference and procurenent of
services t 0 support technical assistance and training
for the ABC and ECC compohents}

4yDevel opnent of terns ofreference, procurenment and
execution of any additional short-term research
required to study the factors inportant to the success
of the denonstration projects funded under the

i nvest ment subconponents of the ABC and ECC components;



\:;_ b ("L..o’

5) Establishnent of working relationships with
mul tilateral financing agencies and other donors

vvo(rjki ng on related environnental and energy efforts in
| ndi a;

6) Hiring/secondment of necessary staff by Indian
counterpart agenci es.

b) Direct Institutional Contracts

Two institutional contracts or other nechanisms wll be
issued for the life of the project. Any contract wll be
awarded follow ng full and 0\oen conpetition. One contract
or mechanismw Il be to supply services for the TAT
activities under the ABC Conponent. The other contract or
mechanismw || be nutually agreed to in the future.

c) Menoranda of Understanding (Mous) with the Indian
| mpl enenting Agenci es

Two MoUs, satisfactory to usaip, will be signed, one each
for IDBI and NTPC defining the roles and responsibilities of
each of these two institutions in inplenentation of the GEEP
Project. These institutionswi|| be the counterpart

[ n'PI enenting agencies. DBl wll provide admnistrative and
office support for the investnent subconmponents for both ABC
and ECC and the ABC TAT subconponent to work with the
institutional contractor to organize, manage, and staff all
ABC TAT activities. 1DBl wll be provided a management fee

fromthe project. NIPC will provide all support for the ECC
TAT subconponent,

d) Participating Agency Service Agreenent

Wien requested by NTPC, a Participating Agency Service
Agreenent (PASA) will be negotiated between usaibp and the
Pittsburgh Energy Technol ogy Center (PETC) of the U S
Department of Energy (uspok). PETC will provide one |ong
term technical advisor and other short term technical
assistanceand training. The long term advisor wll be
responsible for: designing and directing research projects
under the TAT category of the ECC conponent; transfer of

skills inresearch planning, inplementation, and eval uati on;
and managenment of other USDOE support to NTPC.

7. Monitoring and Eval uation (ME)

The monitoring and evaluation component wi |l be planned and
inplemented at a later date, based on nutual agreement between
usaIDb and concerned inplenenting agencies for each conponent.

Project Funding and I|llustrative Budget
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At t achnent }3
to Annex 1

JILLUSTRATIVE LC BUDGET FORNTPC | | CC

IN MILLION RS

Acct, 1994- | 1995- | 1996- | 1997- | 1998- [ 1999- | 2000-
DESCRIPTION Code 95 96 97 98 99 00 01 Total

A. EQUIPMENT

Capital cost of equpt | New 10.00 15.00 | 15.00 15.00 | 15.00 | 15.00 | 15.00 | 100.00

Machine Hrs Cost New 5.00 8.00 5.00 5.00 5.00 5.00 5.00 38.00
B. ADMINISTRATIVE COSTS

Rentals of premises New 0.12 0.12 0.13 0.15 0.17 0.18 0.20 1.07
Inland Travel New 0.05 0.08 0.10 0.12 0.14 0.18 0.20 0.87
Foreign Travel New 0.05 0.05 0.05 0.05 0.05 0.05 0.05 0.35
Conveyance New 0.02 0.03 0.04 0.05 0.06 0.07 0.08 0.35
Print’'g & Station’y New 0.03 0.03 0.03 0.01 0.01 0.0l 0.01 0.13
Computer Hire, St'a | New 0.15 0.15 0.15 0.15 0.30 0.30 0.30 1.50
Entertainment New 0.01 0.01 0.02 0.02 0.02 0.02 0.02 0.12
Books & Periodicals | New 0.06 0.07 0.07 0.08 0.08 0.09 0.09 0.54
Consumables New 0.02 0.02 0.02 { 0.03 0.03 0.03 0.03 0.18
Scminars & Workshops New 0.05 0.05 0.05 0.05 0.05 0.05 0.05 0.35
Repair & Maint. New 0.02 0.02 0.02 0.02 0.02 0.02 0.02 0.14
Insurance New 0.03 0.03 0.03 0.03 0.03 0.03 0.03 0.21
Miscellaneous New 0.12 0.12 0.15 0.15 0.15 0.20 0.20 1.09
C. SALARIES/MANDAYS

For Direct Staff New 2001 3.00} 400 | 500]| 600 800} 10.00 | 38.00
For cc & Stn Experts New 1.00 1.50 | 2.00 2.50 | 3.00 | 4.00 5.00 | 19.00
For R&D Experts New 4.50 8.00 | 10.00 | 15.00 | 18.00 | 20.00 | 25.00 | 100.5C
YEARLY TOTAL 23.23 | 36.28 | 36.86 | 43.41 [ 48.11 | 53.23 | 61.28 | 302.4¢
IN $000 743 1161 1180 1389 1539 1703 1960 | 9675

NOTE: EXCHANGE RATE 1S ASSUMED TO BE U.S. $1= Rs. 31.25

B:\NTPCTAB



ANNEX 2

Proi ect Gant Standard
Provi shoms n e X

Definitions! As used in this Annex, the. "Agreement" refers to
the Project Gant Agreement to which this Annex is attached and
of which this Annex forns a part. Ternms used in this Annex have
the same neaning or reference as in the Agreenent.

Article A- Proiect Inplenentation Letters

To assist Grantee in the inplenentation of the Project, usaip,
fromtine to tine, wll issue Project Inplementation Letters that
will furnish additional infornmation about natters stated in this
Agreement. The parties may al so use jointly agreed-upon Project
| npl ementation Letters to confirm and record their nutual g
under standi ng on aspects of the inplenmentation of this Agreenent.
Project Inplenmentation Letters will not be used to amend the text
of the Agreement, but can be used to record revisions or
exceptions which are permtted by the Agreement, including the

revision of elements of the anplified description of the Project
I n Annex 1.

Article B: General Covenants

SECTION B.I. Consultation. The Parties will cooperate to
assure that the purpose of this Agreement will be acconplished.
To this end, the Parties, at the request of either, wll exchange
views on the progress of the Project, the perfornmance of
obligations under this Agreenment, the performance of any
consul tants, contractors, or suppliers engaged on the Project,
and other mattersrelating to the Project.

SECTION B.2 Execution of Project. The Gantee wll

(a) carry out the Project or cause it to be carried out
with due diligence and efficiency, in conformty with sound _
technical, financial, and nmanagenent practices, and in conformty
with those docunments, plans, specifications, contracts, schedules
or other arrangenents, and with any nodifications therein,
approved by uUsaID pursuant to this Agreenent; and

(b) provide qualified and experienced managenent for, and
train such staff as maybe appropriate for the naintenance and
operation of the Project, and, as applicable for continuing
activities; cause the Project to be operated and maintained in
such manner as to assure the continuing and successfu
achi evement of the purposes of the Project,



SECTION B.3. Wilization of Goods and Services.

(a) Any resources financed under the Gant, unless
otherwi se agreed in witing by usaip, will be devoted to the
project until the conpletion or termnation of the project, and
thereafter (as well as during any period of suspension of the

project) will be used so as to further the objectives sought in
carrying out the project.

(b) Goods or services financed under the Gant, except as
USAID may otherwi se agree in witing, wll not be used to pronote
or assist a foreign aid Project or activity associated with or
financed by a country not included in Code 935 of the USAID
CGeographi c Code Book as in effect at the time of such use.

SECTI ON B.4 Taxati on.

(a) This Agreement and the Gant will be free from any

taxation or fees inposed under laws in effect in the territory of
the G antee.

(b) To the extent that (1) any contractor, including any
consulting firm any personnel of such contractor financed under
the Grant, and any property or transaction relating to such
contracts and (2) any commodity Procurenent transaction financed
under the Gant, are not exenpt fromidentifiable taxes, tariffs,
duties or other |evies inposed under laws in effect in the
territory of the Gantee, the Gantee will, as and to the extent
provided in and pursuant to Project Inplementation Letters, pay

or reinburse the sane with funds other than those provided under
the Gant.

SECTION B.5 Reports, Accountina Records, Audits,
| nspecti ons.

(a) The Gantee shall furnish usaip such information and

reports relating to the Project and to this Agreenent as USAID
may reasonably request.

(b) The G antee shall naintain accounting books, records,
docunents, and other evidence relati n?_t_o the Project and to this
Agreement, adequate to show, wthout Timtation, all costs
incurred under the Grant, the receipt and use of goods and
services acquired under the Gant, the costs of the Project
suPpI!ed from other sources, the nature and extent of
solicitations of prospective suppliers of goods and services
acquired, the basis of award of contracts and orders, and the
overal | progress of the Project toward conpletion ("Project Books
and Records”). At the Grantee's option, with approval by UsAID,
Proj ect Books and Records shall be maintained in accordance wth
one of the following methods: (I) generally accepted accounting
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principles prevailing in the United States, (2% general |y
accepted accounting principles prevailing in the country of the
Gantee, (3) accounting principles prescribed by the

international accounting standards conmmttee (an affiliate of the
I nternational Federation of Accountants), or (4) such other
accounting Erinciples as the Parties may agree to in witing.
Project Books and Records shall be maintained for at | east three
years after the date of |ast disbursenent by usAip

(c) If US $25,000 or nore is disbursed directly to the
Gantee in any one calendar year under the Gant, the G antee,
except as the parties may otherwi se agree in witing, shall have
financial audits made of the funds disbursed to the Gantee under
the Grant in accordance with the follow ng terns:

(1) The Grantee shall select an independent auditor
in accordance with the "Cuidelines for Financial
Audits contracted by Foreign Recipients" issued
by the usaib Inspector General ("Quidelines"),
and the audits shall be performed in accordance
with the "Quidelines".

(2) An audit of the funds providad under the G ant
shall be conducted for each fiscal year of the
Gantee. The audit shall determ ne whether the
recei pt and expenditure of the funds provided
under the Gant are presented in accordance wth
general ly accepted accounting ﬁri nci pl es agreed
to in Section (b?| above and whether the G antee
has conplied with the terms of the Agreenent.
Each audit shall be conpleted no |ater than one
year after the close of the Gantee's fiscal
year.

(d) The G antee shall submt an audit report to USAID
within 30 days after conpletion of each audit arranged for by the
Gantee in accordance with this Section. The USAID | nspector
Ceneral wll review each report to determne whether it conplies
with the audit requirenents of this Agreenent. Subject to USAID
approval, costs of audits perforned in accordance with the terms
of this section may be char?ed to the Gant, In cases of
continued inability or unwillingness to have an audit performed
in accordance with the terns of this Section, usaID will consider
appropriate sanctions which include suspension of all or a
portion of disbursenents until the audit is satisfactorily
conpl eted or USAID performs its own audit:

(e) The Grantee shall submt to usaip, in form and _
substance satisfactory to IJSAID, a plan by which the Gantee will
ensure that funds nade available to subrecipients that receive US
$25,000 or nmore in any one cal endar year under the Gant are
audited in accordance with this Agreement, The plan should
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describe the methodology to be used by the Gantee to satisfy its
audit responsibilities with respect to any subrecipient to which
this Section applies. Such audit responsibilities with respect
to subrecipients maybe satisfied by relying onindependent
audits of the subrecipients or onappropriate Procedures
Berforned_by the internal audit or program staff of the G antee,
y expanding the scope of the independent financial audit of the
G antee to enconpass testing of subreciplents’ accounts, or by a
conmbi nation of these procedures. The plan should identify the
funds nade available to subrecipients that will be covered b%
audits conducted in accordance with other audit provisions that
woul d satisfy the Gantee's audit responsibilities (a nonprofit
organi zation organized in the United States is required to
arrahge for its ownaudits; a for-profit contractor organized ih
the United States that has a direct contract with USAID is
audited by the cognizant U S. CGovernment Agency, a private .
vol untary organi zation organi zed outside the United States with a
di rect ant fromusaip is required to arrange for its own
audits; and a host-country contractor should be audited by the
cogni zant Grantee Contracting agency). The Gantee shall ensure
that appropriate corrective actionsare taken on the
recommendati ons contained in the subrecipients' audit reports;
consi der whether subrecipients' audits necessitate adjustnent of
its own records; and require each subrecipient to permt
i ndependent auditors to have access to records and financi al
statements as necessary.

(f) USAID may, at its discretion, performthe audits
required Under this Agreenent onbehalf of the G antee by
utilizing funds under the Gant or other resources available to
usaib for this purpose. The Gantee shall afford authorized
representatives of usaiDp the opportunity at all reasonabl e times
to audit or inspect the Project, the utilizationof goods and
servi ces financed by usaip, and books, records and ot her
documents relating to the Project and the Gant.

SECTION B.6 Conpleteness of Information. The G antee
confirms:

(a) that the facts and circunstances of which it has
i nfornmed UsAID, or cause USAID to be inforned, in the course of
reaching Agreeneht with UsaID onthe Graht, are accurate and
complete; and include all facts and circunstances that m ght
materially affect the Project and the discharge of
responsibilities Under this Agreenent;

(b) that it will informusaip in tinely fashion of any
subsequent facts and circunstances that mght naterially affect,
or that it is reasonable to believe mght so affect, the Project
or the discharge of responsibilities under this Agreenent,

SECTION B.7 Qher Paynents. G antee affirms that no
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:‘(gayments have been or will be received by any official of the

" Gantee in connection with the procurenent of goods or services
financed under the Grant, except fees, taxes; or simlar paynments
l egal |y established in the country of the Gantee.

_ SECTION B.8 Informati on and Markind. The Gantee will
give appropriate publicity to the Gant and the Project as a
rogram to which the United States has contributed, identify the

roject site, and mark goods financed by UsAip, as described in
Project Inplementation Letters.

SECTION B:9 Prohi bited Use of Funds:

No funds or other support provided hereunder may be used in a
project or activity reasonably Iikelg to involve the relocation
or expansion outside of the United States of an enterprise .

| ocated in the United States if non-U S. production in such

rel ocation or expansion replaces sone or all of the production

of, and reduces the number of enployees at, said enterprise in
the United States.

Article C Pr ocur enent Provi si ons

SECTION c.1. Bpacibl e s

éa) The source and origin of ocean and air shippi n? Wil |
be deenmed to be the ocean vessel's or aircraft's country O

registry at the tine of shipnent.

(b) Premiuns for nmarine insurance placed in the territory
of the Gantee will be deened an eligible Foreign Exchange Cost,
if otherwi se eligible under Section c.7 (a),

_ éc%t Any notor vehicles financed under the Gant will be
of Unite ates manufacture, except, as USAID may ot herw se agree
in Witing.

(d) Transportation by air, financed under the Gant, of
property or persons, W ll be on carriers holding United States
certification, to the extent service by such carriers is
avai | abl e. Details on this requirement will be described in a
Project |nplenmentation Letter.

SECTION C.2 Eiqgibilitv Date. No goods or services may
be financed under the Gant which are procured pursuant to orders

or contracts, firmy placed or entered into prior to the date of

this Agreenent, except as the Parties may otherw se agree in
writing.

SECTION c:3 Plans, Specifications, and Contracts. In
order for there to be nmutual Agreenment on the follow ng matters,
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and except as the Parties may otherw se agree in witing:
(a) The Gantee will furnish to USAID upon preparation

(1) any plans, specifications, procurenment or
construction schedules, contracts, or other docunentation
relating to goods or services to be financed under the Gant,
i ncludi ng docunmentation relating to the prequalification and
selection of contractors and to the solicitation of bids and
?(oposals. Material nodifications in such docunentation wll

I kewi se be furnished usaID on preparation;

(2) such docunmentation will also be furnished to usaip,
qun preparation, relating to any goods or services, which
though not financed under the Gant, are deemed by UsAID to be of
maj or inportance to the Project. Aspects of the Project
involving matters under this subsection (a)(2) will be identified
in Project Inplementation Letters;

(b) Docunents related to the prequalification of
contractors, and to the solicitation of bids or proposals for
goods and services financed under the Gant will be approved by
USAID in witing prior to their issuance, and their terns wll
include United States standards and neasurenents;

(c) Contracts and contractors financed under the G ant
for engineering and other professional services, for construction
services, and for such other services, equipnent ornaterials as
may be specified in Project Implementation Letters, will be
approved by usaiD in witing prior to execution of the contract.
Material nodifications in such contracts will also be approved in
writing by USAID prior to execution; and

(d) Consulting firns used bK the Gantee for the Project
but not financed under the Grant, the scope of their services and
such of their personnel assigned to the Project as USAID may

speci fy, and construction contractors used by the Gantee for the

Project but not financed under the Gant, Shall be acceptable to
USAID.

SECTION C.4 Reasonable Price No nore than reasonable
prices will be paid for any goods or services financed, in whole
or in part, under the Grant.” "Such items will be produced on a

Laiy and, to the maximum extent practicable, on a conpetitive
asis.

SECTION C.5 Notification to Potential Suppliers. TO
permt all United States firms to have the opportunity to
participate in furnishing goods and services to be financed under
the Gant, the Giantee w |l furnish usaip such information with
regard thereto, and at such times, as USAID may request in
Project |nplenentation Letters.



SECTION C. 6 Shi pping.

(a) Goods which are to be transported to the territory
of the Gantee may not be financed under the Grant if transported
either: (1) on an ocean vessel or aircraft under the flag of a
country which is not included in usaip Geographic Code 935 as in

effect at the time of shipment, or (2) on an ocean vessel which
USAID, by witten notice to the Grantee has designated as

ineligible; or (3) under an ocean or air charter which has not
received prior USAID approval.

(b) Costs of ocean or air transportation (of goods or
persons) and related delivery services nay not be financed under
the Gant, if such goods or persons are carried: (1) on an ocean
vessel under the flag of a country not, at the time of shipnent,
identified under the paragraph of the Agreement entitled
"Procurenment Source: Foreign Exchange Costs," w thout prior
witten USAID approval or on a non-U S. flag air carrier if a
US flag carrier is available (in accordance with criteria which
may be contained in Project |Inplenmentation Letters) w thout prior
witten usaiD approval or (2) on an ocean vessel which usaip, by
witten notice to the Gantee, has designated as ineligible; or

(3) under an ocean vessel or air charter which has not received
prior USAID approval

(c) Unless usaiD determnes that privately owned United
States-flag comrercial ocean vessels are not available at fair
and reasonable rates for such vessels, (1) at least fifty percent
(50% of the gross tonnage of all goods (conputed separately for
dry bulk carriers, dry cargo liners and tankers) financed by
USAID which may be transported on ocean vessels wll be
transported on privately owned United States-flag comrercia
vessels, and (2) at least fifty percent (50% of the gross
freight revenue generated by all shipnments financed by USAID and
transported to the territory of the Gantee on dry cargo liners
shall be paid to or for the benefit of_privatelx owned Uni ted
States-flag conmmercial vessels. Conpliance with the requirenents
of Ll) and (2) of this sub-Section nust be. achieved with respect
to both any cargo transported from U S. ports and anycargo
transported from non-U S. ports, computed separately.

SECTION C. 7. | nsur ance.

(a) Marine insurance on goods financed Dy USAID which are
to be transported to the territory of the Gantee may be financed
as a Foreign Exchange Cost under this Agreenent provided (1) such
insurance I's placed at the |owest available conpetitive rate, and
(2) clains thereunder are ﬁayable in US. dollars or, as USAID
may agree in witing, in the currency in which such goods were
financed or in any freely convertible currency. |f the Gantee
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(or goverhment of Grantee), by statute, decree, rule, regulation,
or practice discrimnates with respect to USAI D-financed
Bro_curema_nt agai nst anymarine insurance conpany authorized to do
usiness in any State of the United States, then all goods
shipped to the territory of the Gantee financed by USAID
hereunder will be insured againstmarine risks and such insurance
wi Il beplaced in the United States with a conpany or conpanies

authorized to do a marine insurance business in a State of the
United States.

(b) Except as uUsaiD may otherwi se agree in witing, the
Gantee will insure, or cause to be insured, goods financed under
the Gant inported for the Project against risks incident to
their transit to the point of their use in the Project; such
insurance Wi Il be issued on terms and conditions consistent with
sound commercial practice and will insure the full value of the
goods. Any indemification received by the Gantee under such
Insurance will be used to replace or ref)alr any material damage
or any loss of the goods insured or will be used to reinburse the
Gantee for the replacement or repair of such goods. Any such
repl acements will be of source and origin of countries listed in
USAID CGeographic Code 935 as in effect at the tinme of
rePI acement, and, except as the Parties mayagree in witing,
w |l be otherw se subject tothe provisionsof the Agreenent.

SECTION C.8. U.S. Governnent-Owmed Excess Property. The
G antee agrees that wherever practicable, United States
CGover nnent - owned excess personal property, in lieu of newitems
financed under the Gant, should be utilized. Funds under the

Grant maybe used to finance the costs of obtaining such property
for the Project.

Article D Term nation: Renedi es.

SECTION D.I Termnation.
A) Either Party may termnate this Agreenent bK_ giving the other
arty 30 days witten notice. Termination of this Agreement will
termnate any obligations of the Parties to provide financial or
other resources to the Project pursuant to this Agreenent, except
for payment which they are commtted to make pursuant to
noncancel l abl e commtments entered into with third parties prior
to the termnation of this Agreenent’ In addition, upon such
term nation USAID may, at USAID expense, direct that title to
goods financed under the Grant be transferred to UsaiD if the
goods are froma source outside Grantee's country, are in a

eliverable state and have not been offloaded in ports of entry
of Grantee's country.

SECTION D.2.  Refunds.

ag In the case of any disbursement which is not

supported( y valid documentation in accordance with this




9

Agreerment, or which is not made or uysed in accordance with this
Agreement, or which was for goods or services not used in
accordance with this Agreenent, usaip, notw thstanding the
availability or exercise of any other remedies under this
Agreement, mayrequire the Gantee to refund the amount of such
odisbursement in U S. Dollars to USAID within sixty (60) days
after receipt of a request therefor.

_ ~(b) If the failure of Grantee to comply with any of its
obligations under this Agreenent has the result that goods or
services financed under the Gant are not used effectively in
accordance with this Agreenment, USAID may require the Grantee to
refund all or any part of the anount of the disbursements under
this Agreenent for such goods or services in US. Dollars to
USAID Within sixty days after receipt of a request therefor.

(c) The right under subsection (a) or (b) to require a
refund of a disbursement will continue, notw thstanding any other
provision of this Agreenent, for three years fromthe date of the
| ast di sbursement under this Agreenent.

(d) (1) Any refund under subsection (a) or (b), or (2)
any refund to usaib froma contractor, supplier, bank or other
third party with respect to goods or services financed under the
Gant, which refund relates to an unreasonable price for or
erroneous i nvoicing ofgoods or services, or to goods thatdid
not conformto specifications, or to services that were
i nadequate, wll (A) be nade available first for the cost of
goods and services required for the Project, to the extent
justified, and (B) the remainder, if any, wll be applied to
reduce the amount of the Gant.

éeg Any interest or other earnings on Gant funds

di shursed by usalD to the Grantee under this Agreement prior to
the authorized use of such funds for the Project will be returned
to usaipD in U S. Dollars by the Gantee.

SECTION D.3. Nonwaiver of Renedies. No delay in
exercising any right or remedy accruing to a Party in connection

with its financing under this Agreement will be construed as a
wai ver of such right or renedy.

SECTION p.4. Assignment. The Grantee agrees, upon _
request, to execute an assignment to USAID, of an¥ cause of action
whi ch mayaccrue to the Grantee in connection with or arising out

of the contractual perfornmance or breach of performance by a
party to a direct U.'S. Dollar contract with usaip financed in

whole or in part outof funds Ganted by usaib under this
Agr eenent .

anitagratanprov.old
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Annex 3
USAID GEOGRAPHIC CODES
AREA AND COUNTRY

UNI TED STATES
FREE WORLD

Any area or country in the Free Wrld* excluding the
cooperating country itself.

SPECI AL FREE WORLD

Any area or country in the Free World* including the
cooperating country itself.

SELECTED FREE WORLD

Any independent country in the Free Wrld*, excluding the
cooperative country itself and the follow ng:

Eur ope ot her
Al bani a Li t huani a Angol a Kyrgyzst an
Andorra Luxenbour g Australia Mongol i a
Ar eni a Mal t a Bahamas New Zeal and
Austria Mol dova Bahr ai n Cat ar
Azer bai j an Mbnaco Canada Saudi Arabia
Bel ar us Net her | ands C,\/Br us Si ngapor e
Bel gi um Nor way Gabon south Africa
Bul gari a Pol and G eece Tai wan
Czechosl ovakia Portugal Hong Kong Taj i ki stan
Denmar k Ronani a | cel and Tur kmeni st an
Estoni a Russi a Japan United Arab
Fi nl and San Marino Kazakhst an Emrates
France. Spai n Kuwai t Uzbeki st an
Ceorgi a Sweden
CGer many Swit zer| and
Hungary Ukr ai ne
I rel and Uni ted Ki ngdom
Italy Vatican Gty
Latvi a Yugosl avi a

Li echt enstein

*"Free World" excludes the followi ng areas or countries:

Af ghani stan, Canbodia, Cuba, Iran, Iraq, Laos, Libya, North

Kor ea,

Peopl e's Republic of China, Syria, and Vietnam

** Revi sed




C. Strategic Objective 4: Increased Environmental Protection in Energy, Industry, &
Cities

Summary: Indiais the sixth largest and second fastest growing producer of greenhouse gas
(GHG) in the world. Electric power generation is the mgor source of GHG emissions in India,
accounting for 48% (or 71 million tons) of India's carbon emissions from fossil fuels.  With
growth in India s population, the demand for electric power also increases. Population growth
coupled with lack of gainful employment in rural areas have resulted in rapid growth in India's
urban population, placing tremendous strain on urban environmental infrastructure, including
water supply, sanitation, and sewerage systems. Close to 40% of the urban population live in
slums and squatter settlements without any significant access to these basic services, causing
severe health problems to the most vulnerable groups. This SO aims to reduce GHG emissions
by increasing efficiency and reducing pollution in the electric power and industrial sectors, and
improving delivery of basic services through improved urban environmental planming and
infrastructure.

Performance during FY-98 exceeded expectations in spite of the sanctions-related suspension of
new program funds. Indicators for two IRs surpassed expected results; the indicator for the third
IR is close to achieving its planned target. Based on these results, the SO is expected to
contribute to a reduction in GHG emissions and improvement in delivery of basic services.

Key Results: |n the energy sector, 1.09 million tons of CO2 avoided were achieved against a
target of 0.63 million tons, mainly from efficiency gains at the National Thermal Power
Corporation’s (NTPC) coal-fired power plants. USAID assistance in the development of a cadre
of skilled professionals at NTPC’s Center for Power Efficiency and Environmental Protection
contributed significantly to the result. Consequently, State Electricity Boards (Gujarat and
Maharashtra) have requested USAID assistance to establish similar centers of excellence in
power plant efficiency. Electricity Regulatory Commissions were also created at the federal and
state levels through legidation. USAID provided important technical assistance (TA) to help
draft the legidations as well as establish the Commissions. In the environment management
sector, the Federation of Indian Chambers of Commerce and Industry (FICCI) established an
internet-based clearinghouse for Indo-U.S. dollaboration on clean technology, GHG reduction
and certified environmental management systems. Also, during this period, nine firms in three
industrial sectors initiated procedures for 1SO 14000 certification. In the urban sector, South
Asia's first water and sanitation project designed on a Build-Own-Operate-Transfer basis, in
Tiruppur, Tamil Nadu has reached contract negotiation stage using international competitive
bidding standards. A public-private corporate entity manages this project, an innovation for the
sector. USAID assistance made available to three cities environmental status reports. Such tools
provide municipal managers the opportunity to refine environmental management priorities,
mitigate environmental risks, and develop sustainable sewerage and potable water systems.

Performance and Prospects: USAID significantly contributed to increased energy efficiency
and decreased GHG pollution in energy supply and use. |ndependent regulation is essential
for overall power sector efficiency. USAID TA helped draft key legislation for the Indian power
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sector including the Electricity Regulatory Commission Act, Energy Conservation Act, and
Private Participation in Transmission Act. The Electricity Regulatory Commission Act created
the Central Electricity Regulatory Commission (CERC). Six state commissions are now being
formed. USAID TA helped to establish the CERC as well as the Haryana and Punjab State
Electricity Regulatory Commissions. The partnership program between Indian and US. utilities
and regulatory agencies also yielded significant results including improved generation efficiency
and flyash utilization, reduction of distribution losses and upgrading of maintenance
management information systems. The partnerships have now begun to spin-off sales of goods
and services by the U.S. utilities. In the past year, hundreds of key power-sector partners were
trained in regulatory reform and restructuring contributing to the trend toward private power
generation, which now totals 22,000 MW. In Haryana, USAID TA and training plays an
important complementary role to the much larger World Bank (WB $600 million loan) and
British Department for International Development (DFID $24 million grant) programs. Demand
Side Management (DSM) projects, designed with USAID support, will now be funded from the
$45 million DSM component of the World Bank loan.

In renewable energy, USAID assistance resulted in the installation of nearly 200 MW of capacity
fuelled by bagasse, including India’s only sugar cogeneration facility to provide electric power
with zero net GHG emissions by operating year-round on only biomass fuels. USAID assistance
also resulted in commercial sales of domestic lighting for 2,500 rural households using solar
photovoltaic technology. The USAID- G/ENV/EET Electric Vehicles (EV) program fostered an
agreement to produce prototype scooters and three-wheel autorickshaw EVs by U.S. and Indian
firms to reduce air pollution. USAID support for development of India's first electric car
culminated in ajoint venture to produce vehicles commercially within one year.

USAID is promoting certified environmental management systems and helping Indian firms
incorporate best practices into their operations to reduce pollution per unit of output in key
industrial sectors. Systems such as S0 14000 result in both process and energy efficiency.
Prior to sanctions-related suspension, USAID introduced 1S0 14000 standards and practices to
nine industrial units in the textile, paper and automobile sectors. The suspension led USAID to
reorient the environmental portfolio to focus more on reducing GHG in energy intensive
industries such as steel, thermal power, and cement. Agreements have been reached to assist the
Steel Authority of India (the largest steel maker in Asia) and NTPC (which provides 25% of
India's electric power) to achieve IS0 14000 certification. USAID is supporting the creation of
four regiona “synergy” centers to strengthen India’s environmental/industrial extension system
by providing low-cost access to FICCT's intemet-based services. FICCI will also promote
awareness and outreach on GCC issues in concert with USAID and local partners.

USAID's achievements in improved urban environmental infrastructure are well recognized.
Forty percent of the construction of water supply and sewerage work, financed by the
Ahmedabad Municipal Corporation (AMC) municipal bond issue is underway. Basic water
supply and sanitation services will be available to 14,000 people in 12 slums by June 1999.

USAID's $25 million Urban and Environmental .Credit |oan guaranty for the $100 million
investment program, financed by the bond issue, was an important “confidence builder” for
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AMC. In Tiruppur, Tamil Nadu, India s first public-private partnership project in water supply
and sanitation is nearing financial closure. An international consortium was selected in
December 1997 to build and operate the $250 million system. Pune, in Maharashtra state, issued
an RFP for a $185 million water supply and sewerage project, which includes private operation
and maintenance of new treatment plants and expansion of services to poor neighborhoods.
Kohlapur, Maharastra floated an RFP for a privatized solid waste management system for poor
areas of the city. In FY-99, USAID will emphasize state government policy reforms and
in& structure funds to support wider replication of the basic water and sanitation models being
demonstrated in selected cities. A USAID grant will aso enable the Self-Employed Women's
Association (SEWA), a successful micro-finance institution in Ahmedabad, to explore
community-based partnerships for urban environmental infrastructure improvements.

Possible Adjustments to Plans: Sanctions-related policy had a significant impact on the
USAID/India Environment program (S04). Two new sets of GHG program activities, scheduled
to be launched in FY-98 were put on hold. Also, resources were re-focused to reduce GHG
emissions in energy intensive industrial sectors and to improve access by the urban poor to basic
environmental infrastructure services. With the lifting of the suspension on new funding, the SO
team is ready to move ahead with: a new $25 million Energy Conservation and
Commercialization activity; and a $20 million expansion of the Greenhouse Gas Pollution
Prevention activity. Due to the post-sanctions program realignment which focuses on the urban
poor, the Mission will revise the SO Indicator 4.3 targets and report on performance using new
targets next year. The availability of loan funds from the Urban and Environmenta (UE)
Guaranty Program has been instrumental in encouraging local governments to innovate. If UE
guaranty authority is limited or unavailable in FY-00 and FY-01, USAID’s ability to enlist more
innovative demonstration projects will be seriously constrained.

Other Donor Programs: USAID works closely with the WB, DFID and the Asian
Development Bank (ADB) on power sector reform and restructuring, DSM and urban
environmental management. Negotiations for a $105 million WB loan augmenting the resources
of the Tamil Nadu Urban Development Fund are in the fina stages. USAID will coordinate its
TA in Tamil Nadu with the WB to strengthen local government’s management of basic water
and sanitation services and their ability to extend services to poor neighborhoods. USAID has
also worked closely with the WB and the ADB in the design of new urban environmental
infrastructure programs in Kamataka and Gujarat.

Principal Contractors, Grantees or Agencies: International Resources Group, Federal ‘Energy
Technology Center - U.S. Department of Energy, Winrock International, Institute of
International Education, Alliance to Save Energy, United States Energy Association, Hagler
Bailly Services, Inc. and Community Consultants Inc. Indian partners include: Ministry of
Power, Central and State Electricity Regulatory Commissions, State and private sector power
utilities, Ministry of Environment and Forests, Power Finance Corporation, Industrial
Development Bank of India, ICICI Ltd., NTPC, Confederation of Indian Industry (CII), FICCI,
National Institute of Urban Affairs, Housing and Urban Development Corporation, and
Infrastructure Leasing and Financia Services.
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Performance Data Table

OBJECTIVE: SO4 Increased Environmenta Protection in Energy, Industry and Cities

APPROVED: 09/07/1 997 COUNTRY/ORGANIZATION: USAID/India

RESULT NAME: SO4 Increased Environmental Protection in Energy, Industry and Cities

INDICATOR: 4.1 Carbon dioxide equivalents of greenhouse gas (GHG) emissions avoided

YEAR PLANNED ACTUAL

UNIT OF MEASURE:
- , 1997 0.02

[n Million Tons (cumulative)

1998 0.63 1.09
SOURCE: Center for Monitoring Indian
Economy (CMIE) report, Project Reports, 1999 1.93
NTPC reports.

2000 5.29

2001 8.52
INDICATOR/DESCRIPTION: 2002 11.89

Emissions of carbon dioxide equivaents

woided are calculated by converting MW hour
»f coa-fired energy saved or avoided through
304 activities (such as biomass cogeneration ,
snhanced energy efficiencies— in both supply
side and demand side activities— and clean
>oal technologies). Data includes information
on projects which receive USAID support
lirectly.

COMMENTS: Data reported for GO1 fiscal
year: April 1to March 3 1. Other greenhouse
gas emissions such as methane or nitrous
oxides will be converted to carbon dioxide
equivalents.

Targets have been revised following
Environment Team review and decision to
delete achievements accruing from activities
that do not have major or direct USAID
funding.
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Performance Data Table

OBJECTIVE: SO4 Increased Environmental Protection in Energy, Industry and Cities

APPROVED: 09/07/1997 COUNTRY/ORGANIZATION: USAID/India

RESULT NAME: SO4 Increased Environmental Protection in Energy, Industry and Cities

INDICATOR: 4.2 Increased number of firms that meet international environmental quality standardsin
selected industria sectors.

YEAR PLANNED ACTUAL
UNIT OF MEASURE:
. , 1997
Number of firms (cumulative)
1998 0

SOURCE: Reports of Industry Associations,

Bureau of Indian Standards (BIS), Quality 1999 10 *
Council of India(QCI)

2000 15
2001 20
INDICATOR/DESCRIPTION: 2002 25

International environmental quality standard is

defined as 1S0 14000 certification.

Number of firms who, with assistance from the
Clean Technology Initiative (CTT), obtained
IS0 14000 certification in the following
sectors: textiles, pulp & paper, pharmaceutical,
automobiles, thermal power, sted and cement.
Results shown are cumulative.

COMMENTS: Data reported for GO1 fiscal
year: April 1to March 31.

* Presently nine firms are in the process of
achieving 1S0 14000 certification.
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Performance Data Table

OBJECTIVE: SO4 Increased Environmental Protection in Energy, Industry and Cities

APPROVED: 09/07/1 997 COUNTRY/ORGANIZATION: USAID/India

RESULT NAME:IR 4.3 Improved urban environmental infrastructure built and services delivered in selected
cities

INDICATOR: 4.3.1Local Government/Authorities with urban environmental management tools available to

them

YEAR PLANNED ACTUAL

UNIT OF MEASURE:
. 1995 1

Number of local governments/authorities
which have one or more of the urban 5 7
snvironmental management tools. (cumulative) 19%

1997 3 T2

SOURCE: Surveys, annua evauation,

sector assessment by municipalities, project 998 3 7
working reports, study reports, HUDCO, ILFS,
NIUA, NGOs & USAID

1999 8
1000 10
2003 16

INDICATOR/DESCRIPTION:

1) Urban environmental management tools are:
Environmentd status reports/maps/workbooks,
comparative environmental risk assessments,
environmental management action plans, city
corporate plans, and city infrastructure
priorities studies. 2) “Authorities’ include state
and city level water supply and sewerage
boards. 3) These urban environmental
management tools have been developed with
active collaboration of the concerned local
government/authorities.

COMMENTS: Data reported is up to Sept.
‘98.
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INDIA CLIMATE CHANGE: OUTREACH AND AWARENESS ACTIVITY o 2

1.0 Introduction

This document presents the third Progress report for the USAID/India-funded Climate Change
Outreach and Awareness Activity. The report covers a4 and a half -months period, from 01 June
1999 to October 15,1999. The report gives a description of activities executed in the second phase of
the Project covering four and a half months and a general description of planned activities for the next
immediate months.

11 Background

The Climate Change Outreach and Awareness (CCOA) Activity which seek to increase the level of
awareness, understanding and ingtitutional capacity within key Indian institutions and sectors has
entered its second phase with industry more aware and interested. The second phase is concurrently
focussed on the project development for the climate change mitigation as well as analysis of some of
the key policy issue mainly by the loca CCOA partner organizations to help the government of India
with some diligent analysis. The Government of Indiais now not averse to looking into the possible
utilization of the climate friendly mechanisms, particularly the CDM, which reduces greenhouse
gases, and simultaneously helps in the sustainable development of the country.

12 Signing of Sub Contracts

The CCOA project has identified three main ingtitutions to work with: Cll, a nationa level industry
trade group; Development Alternatives (DA), a Delhi based non-governmental organization; and IIM-
A. one of India s premier management education institutions. In addition the team identified two other
players: Federation of Indian Chambers of Commerce and Industry (FICCI), another trade association
representing a number of local and regional chambers of commerce and the Credit Rating and
Information Services of India Limited (CRISIL) for specific purposes. Additional support to the Tata
Energy Research Ingtitute (TERI) was also provided in order to support two Senior Visiting Research
Fellows currently resident at TERI and working in the area of climate change, the Hon. Katie
McGinty and Dr. Karl Hausker.

Cll will serve as the nodal organization on climate change, and is now designated the GCC
Information Center. As stakeholder interest grows, ClI could develop itself into the full-fledged
climate change facilitation center as envisaged under the contract- Scope of Work.

The choice of Cll as the prime institution for capacity building under the CCOA isin line with our
approach that the activity for GHG reduction is expected to be primarily industry focussed.

Hagler Bailly has initiated separate subcontracts with all of these organizations and the subcontracts
with CRISIL & FICCI were signed during the period. With this the process of the signing of the
subcontract with the partner Organisations has been completed. These institutions have also submitted
their own workplan in conjunction with the overall activities envisaged under the project. The
workplan of CRISIL is attached as Appendix A. Also attached is the revised workplan and work
schedule of DA as Appendix B.

Hagler Bailly
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2.0 Activities

Activities under the CCOA include some of the specific events organized as well as some other
activities related to the capacity building and outreach program.

2.1 Events
4 major events and 4 related activities were organized during the period covered in the report in India.
2.1.1  Roundtable on “ Operationalizing GHG Projects and Partnerships

The second round table on the above topic was held at the Tgj Hotel in Mumbai on the 12th of July,
99. The lIMA and Cli jointly hosted the event. . The event was well attended with over 75
participants of which 2/3 was the industry representative who participated very actively in the debate.
It was atransition form the first Round Table where the outreach component was more prominent and
this Round Table looked into the operational aspects of the GHG mitigation projectsin India, it
discussed some actual projects which can be potential CDM or GHG mitigation projects. The agenda
of the round table, executive summary, list of attendees and presentations by various speakers are
attached as Appendices C, C*, D and E.

2.1.2. Workshop with GO1 Officias

Development Alternatives organized a one-day long on August 2, meeting with the GOI Officias to
brief them on the GCCOA Project. The objective of the workshop was to make various ministries of
the Government of India aware about the CCOA , the role of various partner Organisations and the
services the CCOA can offer to these ministries. The agenda, executive summary of the events,
attendees’ list and presentations by various speakers is attached as Appendices F,G, H and I.

2.1.3.  Project Update Presentation at USAID

CCOA update given to USAID by Hagler Bailly on16™ August 1999 which was the half way mark of
this activity. The presentation made by Arun Kumar to USAID is attached as Appendix J, for
reference.

2.1.4 Internationa Training Program

A two weeks international training program on “Monitoring, evaluation, verification, and certification
of greenhouse gas emissions’: Energy sector Module, at Lawrence Berkeley National Laboratory,
USA was attended by two persons from Cll. Though this training was not funded by the CCOA and
was supported by the globa bureau of USAID it is a useful supplement to the Climate Change
Center at CIIL The course schedule is attached as Appendix K.

2.15 Pilot Project Development Program
The CCOA incorporated amongst its activities “Project Development Pilot Program” (PDPP) to solicit

the industry interest and take advantage of the existing funds world wide for getting some of the GHG
mitigation projects funded in India. The PDPP is expected to achieve two objectives, firstly, get some

Hagler Bailly



INDIA CLIMATE CHANGE: OUTREACH AND AWARENESS ACTIVITY ¢ 4

of the GHG mitigation projects off the ground and secondly, get some of the conceptua issues related
to CDM fine tuned. The PDPP Concept note is given in the Appendix L.

2.1.6  Climate Friendly Project Development Workshop in Chennai

In pursuance of the PDPP a two-day workshop in Chennai was organised by the Cl, it was focussed
on the project development and it discussed in more details some of the projects for the GHG
mitigation in India. The agenda of the workshop, executive summary of the proceedings, participants
list. presentations by various speakers are attached as the Appendices M,N, 0 and P . The workshop
has helped CCOA build a portfolio of climate friendly projects which can be further pursued with
some of the funding exiting Organisations, some of whom have shown interest in projects under the
CCOA portfalio.

2.1.7  Roundtable on “ Sustainable Development Indicators and UNFCCC issues & options’

Development Alternatives which is one of the key partner Organisation of CCOA is the foca point
for the decentralized sector and is expected to take up the role of the climate change information and
facilitation center for the decentralized energy sector. Besides they are also the focal point for the
research on the sustainable development indicators given their stature as the leading NGO working in
the area of the rural development and the upliftment of the underprivileged section of the society. DA
organised the round table on the above topic which was first of its kind in India and was challenging
since not much work has been done on this topic in India, the presentations made by speakers both
from India and USA were quite informative. The agenda, executive summary and list of participants
and Presentation by various speakers are attached as the AppendicesQ, R, Sand T.

2.1.8 Post- Roundtable meeting

A small post Round Table meeting was held on the same day and at the venue of the round table to
review the strategy for the project development program. The CCOA partners from ClI, IIMA, HB,
USAID and the Senior Fellows attended it. The meeting decided that CCOA should pursue for
funding of the projects which has been presented to the Climate Change Center with various funding
agencies. However it was also felt that the Climate Change Center should also try and get a few big
power projects to be pursed for the funding under the CDM mechanism as and when the mechanism
becomes operational. This will also help fine tune some of the basic concepts related to CDM like the
baseline issues, the certification issue, M&V issue and the Carbon pricing issues etc. It was felt that
perhaps a sectoral baseline study could be a useful addition to the CCOA work provided the resources
were available.

2.1.9  Post Roundtable discussion on “Sustainable Development Indicators as applied To Climate
Change Partnership Projects’

The Round table the prior day had focussed on the broader issue of sustainable development for the
GHG mitigation projects but the post- round table workshop was more focussed on the details of
defining the SDI’s and the process which should be adopted to achieve that. It was a small core group
interactive session with participation by the CCOA partners including the USAID and foreign experts
who had come for the RT. The agenda, summary of the proceedings and the list of the attendees is
attached in the Appendices U, V and W .

2.1.10 Presentation at USAID-Capturing the Benefits : A long term strategy for USAID’s Climate
Change Program in India

The presentation by John and Shvetank Shah is attached as Appendix X.

Hagler Bailly
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2.2 Draft TATNA
TATNA Report is attached as Appendix Y.
2.3 CCOA Handbook

It was felt that the project developersin India were still struggling with various concepts regarding the
climate mitigation projects and there were many gaps both with regards to the conceptual
understanding as well as the information regarding the projects and the available fund s are
concerned. The handbook prepared under the CCOA by Hagler Bailly has tried to bridge the gap in
the information regarding the Climate Mitigation Project and the funding of these projects from
various national and international sources. The first draft has been well received, the handbook is
designed to be aliving document and will be put on the web. It will be updated from time to time as
the comments are received. The handbook is enclosed as Appendix Z.

2.4 Research : Concept paper on SDI for CDM Project

The concept paper on the Sustainable Development Indicators (SDI) for the CDM project is the third
in the series of the background paper to be brought under the CCOA. The first two papers on the
investment potential under the CDM and the Baseline and the Additionality under the CDM had been
brought earlier. DA and HB have prepared this paper. The paper has been widely circulated to the
industry, NGO, Academia and the Government for their comments on the paper. The paper is attached
as Appendix AA.

2.5 Outreach through newspapers & newsletters

GCCOA activities/ paper was covered in the newspapers, magazines and newsletters. The list of
articled/ interviews/ newdetters published during the report is attached as Appendix AB.

3.0 Planned Activities
3.1 Workshop with Dr Craig Miller, SAIC

The Emissions Trading workshop has been planned with the ClI at three different parts in the country
in Chennai, Mumbai and Delhi. In Delhi there are two meetings one at the environment summit of Cl|
under the session on the market based instruments for pollution control and another alonger session
which will be separately done. The people being invited for the workshop are the industry, financia
ingtitutions and the decision-makers in the government.

3.2 Workshop DA

DA is planning a two-day workshop at Pondicherry on the December 2™ and 3™ 1999. The workshop
istitled CDM project development workshop for the decentralized energy sector. It is targeted at
projects in the small power sector using local fuel resources.

3.3 Mesting at [IM (A)
IIMA is planning to host two meetings from December 9" to 11%, 1999. The first meting for the first two

days will be titled “Development and Financing of Climate Change Partnership Projects’. This will
include the invites from all the stakeholder groups in the climate mitigation project development including

Hagler Bailly
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the industry, academia, the funding Organisation and the decision makers. The second meeting which is
on the last day is more focussed on the policy aspect of the climate mitigation in Indiait is titled
“Creating Enabling Environment for Climate Change Mitigation in India’. Thisis planned a small group
interaction with more policy makers participation in the meeting.

34 Study Tour to Brazil and Argentina

A number of developing countries are studying the impact of climate change and are developing
actions to mitigate it in a serious manner. Nations such as Argentina, Brazil and Kazakstan have
announced their desire to take the lead in mitigation options and have actually started studying
implementation of flexible mechanisms and have also invited proposals for such projects. Other
countries such as the Philippines are aso active and are hosting large USAID supported projects to
address climate change mitigation options. The Indian delegation would find it very useful to visit
such countries and see where there is commondlity in the sources and sinks as well build personal
relationships and exchanges to further their programs. The 5-day developing country tour will be
programmed for late 1999 or early 2000.

3.5 Launch of Climate Change Website / || Newsletter by Cl|

Cil as apart of the Climate Change Information Center is to have website on the climate change as a
part of their web-site and will be called www.ciionline.com/climatechange .It will be more focussed
on providing project-based information to the audience. The second newsletter of Cll on global
climate change will be published duing November 99.

3.6 Launch of Climate Change Website by FICCI

FICCI will be responsible for designing, hosting and maintaining a comprehensive climate change
focussed web-site and will use the existing hardware and software support provided under USAID’s
Clean Technology Initiative Project. While FICCI will not be responsible for the site's content, it will
provide timely uploads of research and informational materials, papers, tools, and events that will be
part of the CCOA project. IIMA has aready started the process of supplying the information to FICCI
on climate change including the inventory information on GHG emissions, in India, in the HTML
format. The website with climate change addition is expected to be functional by November, 1999 it
will be called www.climatechageindia.com/org

3.7 Finalization Background Papers

The first draft of the last back ground paper on the CDM process will be presented at the meeting in
Ahmedabad and will be finalized after recelving comments.

Hagler Bailly
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USAID Project No.386-0534

SECOND AMENDATORY AGREEMENT TO THE PROJECT GRANT AGREEMENT FOR

GREENHOUSE GAS POLLUTION PREVENTION PROJECT

BETWEEN

The President of India

(hereinafter referred to as the “Grantee”)

and

The United States of America, acting through the

United States Agency for International Development (“USAID”)

Dated: september 8, 1999

Article I: Purpose of Amendment

The purpose of this Second Amendatory Agreement to the Project Grant Agreement for the
Greenhouse Gas Pollution Prevention Project entered into on the 10th of April, 1995 (“Original
Agreement”) is to: (i) increase the planned life-of-project funding from Nineteen Million United

States (“U.S.") Dollars ($19,000,000) to Thirty-Nine Million U.S. Dollars ($39,000,000) and
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increase the planned life-of-project Host Country Contribution from the Rupee equivalent of Eighty-
Seven Million, Eight Hundred Sixty-Five Thousand U.S. Dollars ($87865,000) to the Rupee
equivalent of Ninety-Four Million, Two Hundred Thirty Thousand U.S. Dollars ($94,230,000); (ii)
extend the Project Assistance Completion Date (PACD) from March 31, 2002 to March 3 1, 2005;
(iii) grant an additional Two Million U.S. Dallars ($2,000,000) to the Grantee; (iv) increase the Host
Country Contribution by the Rupee equivaent of Three Hundred Thirty-Five Thousand U.S. Dollars
($335,000); (v) replace Section B.5 on Reports, Accounting Records, Audits, Inspection with the
new provisions in the Project Grant Standard Provisions Annex of the Original Project Agreement;
(vi) incorporate a supplement to the Amplified Project Description appearing in Annex 1 of the
Original Project Agreement by adding Attachment A to this Second Amendatory Agreement; and

(vii) realign the “Illustrative Summary of Project Costs’ and reflect increased LOP funding.

Article IT: The Project

Section 2.2(a) of the Original Agreement is hereby deleted in its entirety and the following

substituted in its stead.

“Section 2.2. Incremental Nature of the Project

(a) USAID intends to contribute a total of not to exceed Thirty-Nine Million U.S. Dollars
(839,000,000) for this Project. USAID's contribution to the Project will be provided in increments

the first two, and now this third having been made available in accordance with Section 3.1 of this
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Agreement. Subsequent increments will be subject to the availability of funds to USAID for this
purpose, and to the mutual agreement of the parties at the time of each subsequent increment to

proceed.”

Article I1I: Financing

Section 3.1 of the original agreement is hereby deleted in its entirety and the following

substituted in its stead.

“Section 3.1. The Grant. To assist the Grantee to meet the costs of carrying out the Project,
USAID, pursuant to the Foreign Assistance Act of 196 1, as amended, agrees to grant to the Grantee
under the terms of this Agreement not to exceed Twenty Million Nine Hundred Twenty-Two
Thousand U.S. Dollars ($20,922,000) (“Grant”). [The Grant is composed of Nine Million Five
Hundred Thousand U.S. Dollars (59,500,000) under the terms of the Original Agreement; Nine
Million Four Hundred Twenty-Two Thousand U.S. Dollars ($9,422,000) under the terms of the
First Amendatory Agreement; and Two Million U.S. Dollars ($2,000,000) under the terms of
this Second Amendatory Agreement] The Grant may be used to finance foreign exchange costs as
defined in Section 6.1. and local currency costs as defined in Section 6.2, of goods and services

required for the Project.”

B. Section 3.2 (b) of the Original Agreement is hereby deleted in its entirety and the

following substituted in its stead:



“(b) It is the understanding of the parties that over the life of the project, the Grantee will
provide or cause to be provided from enterprises receiving assistance through the project, the
equivalent of Ninety-Four Million, Two Hundred and Thirty Thousand US. Dollars ($94,230,000)
in cash and/or in kind as Host Country Contribution. Of this amount, the Grantee agrees to provide
or cause to be provided not less than the equivalent of Eighty-Seven Million Eight Hundred and
Sixty-Five Thousand U.S. Dollars ($87,865,000) in cash and/or in kind in connection with the Grant

up to and including the Second Amendatory Agreement.”

Article IV: Project Grant Standard Provisions

A. Replace Section B.5 on Reports, Accounting Records, Audits, Inspection with the
following new provisions in the Project Grant Standard Provisions Annex of the Original Project

Agreement:

Reports and Information, Agreement Books and Records, Audits, and Inspections.

(a) Reports and Information. The Grantee shall furnish USAID accounting records and such
other information and reports relating to the Agreement as USAID may reasonably request.

(b) Agreement Books and Records. The Grantee shall maintain accounting books, records,
documents and other evidence relating to the Agreement, adequate to show, without limitation, all
costs incurred under the Agreement, the receipt and use of goods and services acquired under the
Agreement, agreed-upon cost sharing requirements, the nature and extent of solicitations of
prospective suppliers of goods and services acquired, the basis of award of contracts and orders, and
the overall progress of the Agreement toward completion (“Agreement books and records’). The




5

Grantee shal maintain Agreement books and records in accordance with generally accepted
accounting principles prevailing in the United States, or at the Grantee's option, with approva by
USAID, other accounting principles, such as those (1) prescribed by the International Accounting
Standards Committee (an affiliate of the International Federation of Accountants) or (2) prevailing in
the country of the Grantee. Agreement books and records shall be maintained for at least three years
after the date of last disbursement by USAID or for such longer period, if any, required to resolve
any litigation, claims or audit findings.

(c) Grantee Audit. If $25,000 or more is expended directly by the Grantee in its fiscal year
under the Agreement, the Grantee shall have financial audits made of the expenditures in accordance
with the following terms, except as the Parties may otherwise agree in writing:

(1) With USAID approval, the Grantee shall use its Supreme Audit Institution or
select an independent auditor in accordance with the “ Guidelines for Financial Audits Contracted by
Foreign Recipients’ issued by the USAID Inspector General (“Guidelines’), and the audits shall be
performed in accordance with the “ Guidelines’; and

(2) The audit shall determine whether the receipt and  expenditure of the funds
provided under the Agreement are presented in accordance with generally accepted accounting
principles agreed to in section (b) above and whether the Grantee has complied with the terms of the
Agreement. Each audit shall be completed no later than nine months after the close of the Grantee's
year under audit.

(d) Subrecipient Audits. The Grantee, except as the Parties may otherwise agree in writing,
shall submit to USAID, in form and substance satisfactory to USAID, a plan for the audit of the
expenditures of “covered” subrecipients, as defined below, that receive funds under this Agreement
pursuant to a direct contract or agreement with the Grantee.

(1) A “covered” subrecipient is one who expends $25,000 or more in its fiscal year in
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"USAID awards’ (i.e., as recipients of USAID cost reimbursable contracts, grants or cooperative
agreements and as sub-recipients under USAID project and other grant agreements with foreign
governments).

(2) The plan shall describe the methodology to be used by the Grantee to satisfy its
audit responsibilities for covered subrecipients. The Grantee may satisfy such audit responsibilities
by relying on independent audits of the subrecipients; expanding the scope of the independent
financial audit of the Grantee to encompass testing of subrecipients’ accounts; or a combination of
these procedures.

(3) The plan shall identify the funds made available to covered subrecipients that will
be covered by audits conducted in accordance with other audit provisions that would satisfy the
Grantee's audit responsibilities. (A nonprofit organization organized in the United States is required
to arrange for its own audits. A for-profit contractor organized in the United States that has a direct
contract with USAID is audited by the cognizant U.S. Government Agency. A private voluntary
organization organized outside the United States with a direct grant from USAID is required to
arrange for its own audits. A host-country contractor should be audited by the Grantee's auditing

agency.)

(4) The Grantee shall ensure that covered subrecipients under direct contracts or
agreements with the Grantee take appropriate and timely corrective actions, consider whether
subrecipients audits necessitate adjustment of its own records; and require each such subrecipient to
permit independent auditors to have access to records and financial statements as necessary.

(e) Audit Reports. The Grantee shall furnish or cause to be furnished to USAID an audit
report for each audit arranged for by the Grantee in accordance with this Section within 30 days after
completion of the audit and no later than nine months after the end of the period under audit.

(f) Other Covered Subrecipients. For “covered” subrecipients who receive funds under the
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Agreement pursuant to direct contracts or agreements with USAID, USAID will include appropriate
audit requirements in such contracts or agreements and will, on behalf of the Grantee, conduct the
follow-up activities with regard to the audit reports furnished pursuant to such requirements.

(g) Cost of Audits. Subject to USAID approval in writing, costs of audits performed in
accordance with the terms of this Section may be charged to the Agreement.

(h) Audit by USAID. USAID may, at its discretion, perform the audits required under this
Agreement on behalf of the Grantee by utilizing funds under the Agreement or other resources
available to USAID for this purpose.

1) Opportunity to Audit or Inspect, The Grantee shall afford authorized representatives
of USAID the opportunity at all reasonable times to audit or inspect activities financed under the
Agreement, the utilization of goods and services financed by USAID, and books, records and other
documents relating to the Agreement.

B. The original Illustrative Summary of the Project Costs as shown in Attachment A to
Annex 1 of the original project grant agreement, as previously amended, is hereby deleted in its
entirety and is replaced by the Illustrative Summary of the Project Costs as shown in Attachment B

to this Second Amendatory Agreement.

Article V. Other Terms and Conditions

All other terms and conditions of the Original Agreement shall remain in full force and

effect.
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IN WITNESS WHEREOF, the Grantee and the United States of America, each acting
through its duly authorized representative, have caused this Second Amendatory Agreement to be

signed in their names and delivered as of the day and year first above written.

THE PRESIDENT OF INDIA UNITED STATES OF AMERICA

By: \ML\O

Name: R.S. Sharma z
Title: Joint Secretary “Title:,“Director
Department of Economic Affairs /.~ United States Agency for
Ministry of Finance o International Development
Government of India Mission to India

INDUSTRIAL DEVELOPMENT BANK
OF INDIA

By: -
Name: S.A. Shanbhag
Title: Geperal Manager
Venture Capital Division
Industrial Development Bank of India




Attachment ‘A’

Supplement to the Amplified Project Description
Greenhouse Gas Pollution Prevention (GEP) Project

The Project Agreement Amendment of the Greenhouse Gas Pollution Prevention Project (GEP)
will expand the current efficient coal conversion activities and add two new elements. fostering
climate change initiatives for sustainable development, and linking urban development and climate
changeactivities.

The project will be extended by three years and the new Project Assistance Completion Date will
be March 31, 2005. This extension builds on progress achieved in the last four years.

2. Project Description

The current activities ongoing under GEP will be continued as planned. The new set of activities
under the Climate Change Supplement (CCS) will increase awareness, available information, and
practical examples of actions that can fulfill the sustainable development objectives and
simultaneously benefit the global climate. These can be grouped into the following broad
components:

a. Efficient Power Generation. This component is in fact the expansion of the current
Efficient Coal Conversion (ECC) component. This will promote development of advanced
power generation technologies, power plant efficiency improvement through continued
emphasis on optimizing operations at existing power plants, commercialization of large
utilization of coal-combustion by-product and rehabilitation and modernization of older and
less efficient power plants. Focussed technical assistance and training will build local
capacity to sustain improved efficiency of power generation and emissions control from
existing power plants. Technical assistance will also be provided to facilitate development
of more advanced and lower greenhouse gas emitting power generation technologies for the
new planned power generation capacity expansion.

b. Fostering Climate Change Initiatives for Sustainable Development. This component will
build local capacity and help create a forum for greater dialogue and cooperation between
the U.S. and Indian government, private, and non-government stakeholders to objectively
assess and implement actions that will help reduce the rate of growth of greenhouse gas
emissions and simultaneously promote sustainable economic development. Sustainable
efforts with public and private sector entities, NGOs, and academic institutions, and
concerned government agencies of both countries will be targeted to:

Promote technical cooperation;
Strengthen efforts to attract and channel private financing into clean
technology
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Create public-private partnerships,

Develop human and inditutional capacity;

Collaborate more closdly with other international donor indtitutions and their
relevant programs in India to leverage a larger pool of resources, and
Develop projects for leveraging multilateral project funds

Linking Urban Development and Climate Change. Thiswill be achieved by conversion of
a targeted number of two stroke vehicles to a cleaner technology on a commercialy
sustainable way and by local capacity building for methane capture and use from solid
wastes to reduce greenhouse gas emissions. USAID will work with one or two local
municipal authorities, auto manufacturers, and traffic management agencies to design afuel
switching activity (to alternate fuels, or electricity) aimed at selected number of two stroke
vehicles. These “clean” vehicles will be combined with a more efficient traffic-flow
management program aong selected urban corridors in the target urban area. The am of the
activity is to reduce the rate of growth of transportation fuel demand and the resultant rate
of carbon dioxide emissions. In solid waste management, USAID will build on its past
efforts (through other projects such as FIRE) in Ahmedabad, Cochin, Tiruppur, to build
local capacity to assess the methane mitigation and use potential at various stages of solid
waste collection, transportation, and final disposal. Training and tools for assessing the
various technologies for energy recovery from solid waste will be provided to local
institutions.

Outputs
a Efficient Power Generation

Institutional capability of Center for Power Efficiency and Environmental
Protection (CenPEEP) developed to implement a sustainable efficiency and
emissions control program at NTPC through creation of regional energy
efficiency service providers.

Local capacity developed to implement a sustainable power plant efficiency
improvement program for State Electricity Boards resulting in efficiency
improvement in at least three SEBs

Implementation of a model performance based life extension plan in a selected
power plant with the development of a generic handbook for implementing
similar plans at other plants.

Commercial utilization of coal combustion by-products as a replacement of
energy intensive construction material enhanced

Facilitate technology transfers and enhance private investment for advanced and
lower greenhouse gas emitting power generation technologies



b. Fostering Climate Change Initiatives for Sustainable Development

Local capacity developed to objectively assess the linkages between economic
development and market-based tools for reducing the rate of GHG emissions.

A good pipeline of projects developed for various funds that will benefit the global
climate mitigation and simultaneously accelerate economic development goals.
Increased awareness and dialogues in the country on vulnerability to global climate
change and opportunities for collaboration on mutually beneficial areas.

Greater policy level exchange visits between U.S. and India.

Increased linkages between NGO, industry, and scientific community on
opportunities for climate change mitigation efforts that meet devel opment goals.

c. Linking Urban Development and Climate Change
Targeted number of two-stroke engine vehicles converted to a cleaner technology
on acommercially sustainable way
A pilot project designed for a selected site for efficient traffic flow management
coupled with the converted two-stroke engine vehicles as feeders into public
transport system
Local capacity developed to evaluate various methane utilization options for solid
waste and develop a site-specific case study for implementation.

4, Roles and Responsibilities.

The institutional mechanisms and configuration for project implementation, monitoring and
evaluation as provided in the original Project Grant Agreement remains unchanged. However, an
expanded set of local institutions such as Infrastructure Leasing and Financial Services, State
Electricity Boards, municipal authorities, NGOs, academic ingtitutions, private and public sector
agencies, and others that have expressed interest in participating in the project, will be included.



ATTACHMENT B

GREENHOUSE GAS POLLUTION PREVENTION PROJECT (386-0534)
ILLUSTRATIVE SUMMARY OF PROJECT COSTS*
(IN THOUSANDS OF U.S. DOLLARS)

.No. Project Element Obligation this Second Amendment Cumulative Obligation Planned Life of Project Obligation
USAID HCC** Project USAID HCC** Project USAID HCC Total
FX LC Total Total FX LC Total Total FX Lc Total
Investments
a. AsC 0 0 0 0 0 0 7,341 e 7,341 59,246 *** 66,567 0 7,341 7,341 59,246 ** 66,567
b. ECC 0 0 0 0 0 0 2,500 2,500 16.514 **** 21,014 0 2.500 2,500 18,514 = 21014
L Technical Assistance
a. Startup activities 0 0 0 0 0 140 34 174 0 174 140 34 174 0 174
b. Long term technical advisers 0 0 0 0 0 1,301 0 1,301 0 1,301 1,301 0 1,301 0 1,301
. short term consultants (US 0 0 0 0 0 4,695 793w 5,466 0 5.466 4.695 793 5.466 0 5,466
and _Indiap)
d. offii Support 0 0 0 0 0 65 275 340 0 340 65 275 340 0 340
e. CCS TA 1,200 500 1,700 265 1,965 1,200 500 1,700 265 1,965 11,660 3.606 15,466 5,100 20,566

S : it. Training

a. Local Training 0 0 0 0 0 0 61 61 30 111 0 61 81 30 111

b. US Training 0 0 0 0 0 622 [ Bend 622 65 887 622 0 622 65 667

c. CCS Training 200 100 300 50 350 200 100 300 50 350 1,266 744 2,012 700 2,712

Iv.  |Project Implementation 0 0 0 0 0 100 225 weass 325 0 325 100 425 525 0 525
v. Evaluation 0 0 0 0 0 120 30 150 0 150 420 30 450 0 450
Vi Audit 0 0- 0 0 0 0 00 *wee= 100 0 100 0 300 300 0 300
Vil. | Administrative and Other 0 0 0 0 0 0 300 300 9,675 9,975 0 300 300 10,575 10,675
vill. | Contingency/inflation 0 0 0 0 0 0 0 0 0 0 926 952 1,076 0 1,678
TOTAL 1,400 500 7,000 335 2,335 8,643 12,279 20,922 87,865 108,787 21,417 17,583 39,000 94,230 133.230

* Either party may unilaterally, with written notice to the other, adjust line items in this budgset to a maximum of 10% per line
FR item, provided, however, that the total obligated amount as show in the budget is not exceeded; the total contribution by the
Grantee is not reduced; and the amount budgeted for evaluation/audit is not reduced.
** The exchange rata for determining tha amount of host country contribution (HCC) over the life of the project is $1 .00=Rs.31.25
*** HCC to be provided by subproject participants and development finance institutions to be identified at a later data between the parties.
**** HCC to be provided by subproject participants and development finance institutions to be identified at a later data between the parties; this contribution is completely separate from the
estimated contribution to b8 made by NTPC for the ECC-TA subcomponent; the total estimated HCC from NTPC is $9.675 million.
=+ Budget line items show tha inter-line item realignment vide PIL nos. 14, 17and 19.
ABC - Alternative Bagasse Cogeneration
ECC - Efficient Coal Conversion
CCS - Climate Change Supplement

EEE:umal! 23dal\budgesp:8/1 399
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USAID Project No.386-0534

FI RST AMENDATORY AGREEMENT TO THE PRQIECT GRANT AGREEMENT FOR
GREENHOUSE GAS POLLUTI ON PREVENTI ON PRQIECT

BETWEEN

The President of India
(hereinafter referred to as the "Grantee")
and
The United States of Anerica, acting through the

United States Agency for International Devel opnent ("USAID")

Dat ed: May 22, 1995

Article |I: Purpose of Anendnent

The purpose of this First Amendatory Agreenent to the
Project Gant Agreenent for the Geenhouse Gas Pol |l ution
Prevention Project entered into on the 10th of April, 1995
("Original Agreement") is to: (i) grant additional Nine MIlion
Four Hundred Twenty-Two Thousand United States ("u.s.") Dollars
($9,422,000) to the Grantee; and (ii) increase the host country
contribution to the project by the rupee equivalent of Forty-Four

MIlion Eight Hundred Ten Thousand U.S. Dollars ($44,810,000).



Article Il: Financing

Section 3.1 of the original agreenent is hereby deleted in

its entirety and the followi ng substituted in its stead.

"Section 3.1. The Grant. To assist the Gantee to neet the costs
of carrying out the Project, USAID, pursuant to the Foreign

Assi stance Act of 1961, as anmended, agrees to grant to the

G antee under the ternms of this Agreenent not to exceed Ei ghteen
MIlion Nine Hundred Twenty-Two U.S. Dollars ($18,922,000)
("Grant"). [ The G ant is conposed of NNne MIIlion Five Hundred
Thousand U.S. Dollars ($9,500,000) under the terms of the
Original Agreenent, and Nine MIIlion Four Hundred Twenty-Two
Thousand U.S. Dollars ($9,422,000) under the terns of this First
Anendat ory Agreenment.] The Grant may be used to finance foreign
exchange costs as defined in Section 6.1. and | ocal currency
costs as defined in Section 6.2, of goods and services required

for the Project.”

B. Section 3.2 (b) of the Oiginal Agreenent is hereby
deleted inits entirety and the followi ng substituted inits

st ead:

"(b) It is the understanding of the parties that over the
life of the project, the Grantee will provide or cause to be
provi ded fromenterprises receiving assistance through the

project, the equivalent of E ghty-Seven MIIlion Five Hundred
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Thirty Thousand U.S. Dollars ($87,530,000) i n cash and/or in kind
as Host Country Contribution. Qut of this anount, the National
Thermal Power Corporation Ltd. s contribution shall be the |ocal
currency equivalent of Nine MIlion Six Hundred Seventy-Five
Thousand U.S. Dollars ($9,675,000) and the bal ance in | ocal
currency equival ent of Seventy-Seven MIlion E ght Hundred Fifty-
Five Thousand U.S. Dollars ($77,855,000) will be provided by sub-
project participants and the participating Devel opnment Finance
Institutions (excluding NTPC) to be identified at a |ater date
between the parties. The G antee agrees to provide or cause to
be provided not |ess than the equivalent of Eighty-Seven MIIlion
Five Hundred Thirty Thousand U S. Dollars ($87,530,000) Wth
reference to the Host Country Contribution in connection wth

this Gant up to and including the First Anendatory Agreenent.

C. The Illustrative Summary of Project Costs as shown in
Attachnent A to Annex | of the Oiginal Project G ant Agreenent
I's hereby deleted in its entirety and is replaced by the
Illustrative Summary of Project Costs as shown in Attachment Ato

this First Arendatory Agreenent.

Article Il1l. OGher Terns _and Conditions

Al other terns and conditions of the Oiginal Agreenent

shall remain in full force and effect.



| N WTNESS WHERECF, the G antee and USAID, each acting
through its duly authorized representative, have caused this
First Amendatory Agreenent to be signed in their names and

delivered as of the day and year first above witten.

THE PRESIDENT OF | NDIA UNI TED STATES OF AMERI CA
1.7
By: ‘)%ﬁ/\? By: WM{/%W
Name: G Hal dea Name: Walter £. B?llinger
Title: Joint Secretary Title: Director
Department of Econom c United States Agenty
Aftairs, for International
Mnistry of Finance, Devel opnment M ssion to
Government of India I ndi a

I ndustrial Devel opment Bank

of LndiLa
By: 6( %/

v.d drews

General Manager

Technol ogy Devel opnent

| ndustrial Devel opnent Bank of India
| DBl Tower

Cuffe Parade, Bombay 400 005




ATTACHMENT A

GREENHOUSE GAS POLLUTION PREVENTION PROJECT (386-0534)
ILLUSTRATIVE SUMMARY OF PROJECT COSTS*
(IN THOUSANDS OF U.S. DOLLARS)

5.No. Project Element Obligation this First Amendment Cumulative Obligation Planned Life of Project Obligation
USAID HCC Project USAID HCC” Project USAID HCC Total
EX LC Total Total FX LC Total Total FX LC Total
[ Investments o
a. ABC 0 3000 3000 22218 25218 0 8,000 8,000 59,246 *** 67,246 0 8000 8000 59246 = 67,246
b. ECC 0 2,500 2500 18514 21,014 2,500 2,500 16,514 21,014 0 2,500 2,500 18,514 21,014
II. Technical Assistance
o o ) 0 0 140 34 174 h) 174 140 0 174 0 174
aiomwmmmladvﬁgrs 170 503 170 0 170 1,301 0 1,301 (] 1.301 1,301 793 1.301 0 1,301
c. Short term consuitants (( 1,025 1,528 1,526 2,520 793 3,313 3313 2,520 3,313 3,313
and Indian
" sL 65 0 65 0 65 65 275 340 0 340 65 275 340 0 340
. Training
. o 0 81 81 30 111 0 81 81 30 Il
B: USCTrainingng 379 0 179 49 428 522 0 522 65 587 522 0 522 65 587
v, Project implementation 0 120 120 0 120 0 225 225 0 225 0 225 225 0 225
il. Evaluation 100 25 125 0 125 145 55 200 0 200 145 55 2m 0 200
/. |Audit 0 100 100 0 100 0 150 150 0 150 0 150 150 0 150
Vil.  Administrative and Other 0 125 125 4,031 4,156 0 300 300 9,675 9,975 0 300 300 9675 9,975
Vlil.  (Contingency/infiation 424 877 1,301 0 1341 444 1,372 1,816 0 1.816 470 1,424 1,894 0 1,894
TQTAL 2,172 7,250 942244019 54-235 5437 +3-795 187922 87539 106,452 5.163 13,837 19,000 87,530 196,530

Either party may unilaterally, with written notice to the other, adjust line items in this budget to @ maximum of 10% per line
item, provided, however, that the total obligated amount as show in the budget is not exceeded; the total contribution by the
Grantee is not reduced; and the amount budgeted for evaiuation/auditis not reduced.
+ The exchange rate for determining the amount of host country contribution (HCC) war the lii of the project is $1.00=Rs.31.25
=+ HCC to be provided by subproject participants and development finance instiiutions to be identified at a fater date between the parties.
=== HCC 10 be provided by subproject participants and development finance institutions to be identified at a later date between the parties: thii contribution is completely separate from the
estimated contribution to be made by NTPC for the ECC-TA subcomponent; the total estimated HCC from NTPC is $9.675 million.

ABC - Alternative Bagasse Cogeneration
ECC - Efficient Coal Conversion




